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MOTOR FUELS TAX PROVISIONS 


1. 


Gasoline/diesel fuel/special 


motor fuels 


Motorboat fuels 


Fuel exemptions: 


a. Gasohol (10% alcohol) 
b. Intercity, school and 
local buses (private) 


c. Qualified taxicabs 


d. State and local govern- 
ment 


e. Nonprofit educational 
institutions 


ww 


ot 


I. HIGHWAY-RELATED 'l'AX PROVISIONS 


PRESENT LAW 


4¢/gal. through Sept. 30, 
(1-1/2¢/gal. thereafter) 


4¢/gal. through Sept. 30, 
1984 (1-1/2¢/gal. thereafter) 


4¢/gal. exemption through 
December 31, 1992 


4¢/gal. exemption 


4¢/gal. exemption through 


1984 


1982, for taxicab services 
that are not prohibited by 
Federal, State, or local law 
or company policy from pro- 
viding ride-sharing and for 


taxicabs meeting fuel economy 


standards for 1978 and later 


models. 


4¢/gal. exemption 


4¢/gal. exemption 


HOUSE BILL 


9¢/gal. through Sept. 30, 
1988 (no tax thereafter) 


9¢/gal. through Sept. 30, 
1988 (no tax thereafter) 


4¢/gal. exemption through 
Sept. 30, 1988 


9¢/gal. exemption through 
Sept. 30, 1988 


4¢/gal. exemption through 
Sept. 30, 1984 


Treasury study on exemp- 
tion's effectiveness 


9¢/gal. exemption through 
Sept. 30, 1988 


9¢/gal. exemption through 
Sept. 30, 1988 


SENATE AMENDMENT 


9¢/gal. through 
Sept. 30, 1989 
(no tax thereafter) 


9¢/gal. through 
Sept. 30, 1989 
(no tax thereafter) 


9¢/gal. exemption 
through Dec. 31, 1992 


9¢/gal. exemption 
through Sept. 30, 1989 


4¢/gal. exemption 
--through Sept. 30, 1984 
for ‘taxis eligible under 
present law 


--through Dec. 31, 1983, 
for taxis not able to 
offer ride-sharing due 
to local law 


_Ireasury study on exemp- 
tion's effectiveness 


9¢/gal. exemption through 
Sept. 30, 1989 


9¢/gal. exemption through 
Sept. 30, 1989 
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4. Alcohol fuels income 


“tax credit 


ao 
. 


Tariff on imported alcohol 
fuels 


6. ‘time for payment of gas tax 


7. %&E€fective dates for fuels 


TIRES, ‘READ RUBBER, AND 
INNERYUBES 


1. Highway tires 


2. Nonhighway tires 


3. Laminated tires (nonhighway) 


== 
PRESENT LAW 


40 cents/gal. income tax credit 
for certain alcohol fuels; off- 
set for excise tax exemptions; 
through 1992 


40 cents/gal. tariff on imported 
alcohol fuels after Dec, 31, 
1982 and before Jan. 1. 1993 


(20¢ gal. through Dec. 31, 1962) 
Generally semi-monthly, due 9 


days after end of period; no 
requirement of electronic 
wire transfer 


9.75 cents/lb. through Sept. 30, 
1984 (4.875 cents/lb. there- 
after) 


4.875 cents/lb. 


1 cent/lb. 


HOUSE BILL 


nr = eee 


Same as present law, 
except through 
Sept. 30, 1988 


Same as present law 


Same as present law 


April 1, 1983, except 
Jan. 1, 1983, for 
taxicab exemption 


25 cents/lb. for tires 
over 100 lbs. through 
Sept. 30, 1988 (no 
tax thereafter). 


Repeal 


Repeal 


SENATE AMENDMENT 


Present-law income tax 
credit increased to 
90 cents/gal.; through 1992 


90 cents/gal. tariff on 
imported alcohol fuels from 
Apr. 1, 1983 until Jan.1, 1993 


Extends tine of payment to 15 days 
after end of semi-monthly :eriod 
for oil jobbers selling 2 mildion 
or fewer gallons during period if 
jobber pays by electronic wire 
transfer. 


Same as House provision 


10 cents/lb. for first 
50 pounds; 15 cents/1b. 
for next 50 pounds; 
25 cents/lb. for excess 
over 100 pounds through 
Sept. 30, 1989 


Same as House provision 


Same as House provision 
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3. EfEective dates 


HEAVY VENICLE USE TAX 


1. ax rate per year 


2. Mileage exemption 


3. State verification 


4. Refund for discontinued use 
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PRESENT LAW 


$3/1,000 lbs., if taxable gross 


weight more than 26,000 lbs., 
through Sept. 30, 1984 (no 
tax thereafter) 


None 


None 


HOUSE, BIL, 


April 1, 1983, except 
higher weight thresholds, 
roadrailer exemption, 
and repeal of parts tax 
on day after enactment. 
Refunds for sales of tax- 
repealed articles between 
12/2/82 and date of. 
enactment 


Under 33,000 lbs.--no tax; 
33-55,000 1bs.--$60 plus 
$20/1,000 lbs. over 
33,000; 55-80,000 lbs.-- 
$500 plus $60/1,000 lbs. 
over 55,000; 80,000 lbs. 
or more--$2,000 (no tax 
after Sept. 30, 1988) 


Exemption if not more than 
2,500 miles per year on 
public highways 


(a) Require receipt for 
payment of Federal use tax 
before State will register 
vehicle (effective 

Jan. 1, 1985) (nontax title) 


(b) Reduce State apportion- 
ment if State does not 
comply (nontax title) 

No provision 


SENATE. AMENDMENT. 


Same as Ilouse provision, except 
weight threshold for parts and 
accessories and livestock carrier 
exemption apply on day after 
enactment. Refunds for sales of 
tax-repealed articles between 
11/28/82 and date of enactlinent. 


Under 33,000 Ibs.--no tax; 33-55,000 
Jbs.--$80 plus $10/1,000 Ibs. over 
33,000 Ibs.; 55-70,000 Ibs.-- 
$300 plus $20/1,000 lbs. over 
55,000; 70-80,000 1bs.--$600 plus 
$60/1,000 lbs. over 70,000; 

80,000 lbs. or more--$1, 200. 
(Floor amendment by Senator 
Boschwitz, adopted by vote of 96-1.) 
(no tax after Sept. 30, 1989) 


Exemption if not nore than 5,000 
miles per year on public 
highways 


(a) No provision 


(b) No provision 


Refund allowed (Floor amend- 
ment by Senator Grassley, 


adopted by voice vote.) 
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HIGHWAY TRUST FUND PROVISIONS 


1. 


2. 


Transfer of Trust Fund to 
Internal Revenue Code 


expenditures 


Specificity of Trust Fund 


Anti-deficit provision 


(‘Byrd amendment") — 


Authority for repayable 
advances 

Motorboat fuel tax revenues/ 
Land and Water Conservation 
Fund/Boating Safety Fund 
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II. ‘TRUST FUND OYISIONS 


PRESENT: LAW 


Through Sept. 30, 1984 


Through Sept. 30, 1984 


Highway Trust Fund is outside 
Internal Reyenye Code 


Meet obligations incurred under 
Federal-Aid Road Act of 
July 11, 1916, as amended and. 
supplemented, attributable to 
Federal-aid highways (including 
portion of administrative 
expenses of Bureau of Public 
Roads) 


If projected Trust Fund revenues 
are not sufficient to cover 
outstanding authorizations, 
then Trust Fund apportionments 
to States for a year are to be 
reduced proportionately 


Yes 


Revenues from tax transferred to 
Land and Water Conservation 
Fund, except up to $20 million 
per year (through FY 83) to 
Boating Safety Fund, subject 
to a $20 million cap on accumu- 
lated amounts in Boating 
Safety Fund 


HOUSE BILL 


Through Sept. 30, 1988 


Through Sept, 30, 1988 


Highway Trust Fund trans- 
ferred to Code 


Permit, expenditures auythor- 
ized under present law, 
the 1982 Act (H.R, 6211), 
or future laws for gen- 
eral, purposes authorized 
as of Dec, 31, 1982 


I£ unfunded authorizations 
exceed 2 years of Trust 


Fund estimated net receipts, 


Trust Fund apportionments 
to States are reduced 
proportionately 


No 


Increases caps on Boating 
Fund to $45 million 
extends fFyund through Fy 
1988; continues transfer 
of remaining amounts to 


Land and Water Conserva- 
tion Fund. 


Through Sept. 


SENATE AMENDMENT 


30, 1989 


Through Sept. 30, 1990 


Same as present law 


Same as present law, 
except updates language 
to refer to DOT, FHWA 


Same as present law 


Yes 


Same as Ilouse provision, 
except through FY 1989 
(In nontax title, con- 
tract authority would 
be substituted for the 
present requirement 
for appropriation of 
funds.) 
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III. OTHER PROVISIONS 


ITEM PRESENT LAW 
GENERATION-SKIPPING TRANSFER The Tax Reform Act of 1976 imposed 
TAX a tax on generation-skipping 


transfers. A transitional rule 
exempts from the tax generation- 
skipping trusts created by wills 
or revocable trusts in existence 
on June 11, 1976, if (1) such 
wills and trusts were not amended 
after that date to create or 
increase the amount of a 
generation-skipping transfer, and 
(2) the testator or trust grantor 
dies before January 1, 1982. 

The Economic Recovery Tax Act of 
1981 (ERTA) postponed the 

January 1, 1982, date one addi- 
tional year until January 1, 1983. 


HOUSE BRILL 


No provision 


SENATE AMENDMENT 


The Senate amendment basically 


postpones the generation- 
skipping tax to generation- 
skipping trusts created 

after December 31, 1983. 

Under these rules, the tax ‘2 
applies to generation-skipping 
transfers made after Dec- 
ember 31, 1983. A revised 
transitional rule exempts 
generation-skipping transfers 
which are pursuant to a trust 
which is irrevocable on 
December 31, 1983, but only to 
the extent that the transfer 
is made not out of corpus 
added to the trust after 
December 31, 1983. A 

special 2-year period is 
provided to certain 

trust grantors who are 
incompetent on December 31, 
1983. (Floor amendment by 
Senator Symms, adopted by 
voice vote.) 
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| C. EXCLUSION FROM GROSS Present law excludes from gross No provision The amendment would extend 
1 INCOME WITH RESPECT income amounts received from the student loan cancella- 
TO CANCELLATION OF the cancellation or forgive- tion provision for one 
; CERTAIN STUDENT LOANS ness of certain student loans. additional year (i.e., 
i The provision applies if the to loans forgiven prior 
loan cancellation or forgiveness to January 1, 1984). 
was pursuant to a provision of 5 (Floor amendment by 
the loan agreement under which Senator Roth, adopted by 
all or a part of the indebtedness voice vote.) 


would be discharged if the indi- 

vidual works for a certain period 

o£ time in certain professions in 

certain geographical areas or for 

: certain classes of employers. 

i Furthermore, this provision 

‘ applies only to student loans 

i made by the United States, or an 
agency or instrumentality thereof, 
or by a State or local government 

! that are forgiven prior to 

| January 1, 1983. 
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E. AFFIRMATIVE COMMITMENT RULE 
FOR CERTAIN ENERGY CREDI'TS 


-13- ' 


PRESENT LAW 


In general, the 10-percent business 


energy credits expire at the end 

of 1982. However, certain of those 
credits apply through 1990 for long- 
term projects (i.e., projects that 
take at least 2 years to construct) 
for which affirmative commitments 
are made. 


To satisfy the affirmative commit- 
ment requirement, the taxpayer must 
(1) complete all studies and obtain 
all permits required under Federal, 
State, or local law in connection 
with commencement of construction 

of the project by January 1, 1983, 
and (2) enter into binding contracts 
for 50-percent of the estimated 

cost of components specially designed 
for the project by January 1, 1986. 


HOUSE BILL 


No provision 


The amendment modifies 
the affirmative commit- 
ment rule by extending 
the January 1, 1983, 
date required for com- 
pletion of permits and 
studies by two years to 
January 1, 1985. ‘The 
amendment applies only 
for synthetic fuels 
production equipment, 
coal conversion equipment, 
shale oil equipment, and 
related poliution control 
and handling equipment. 
(Floor amendment by 
Senator Domenici, ajiopted 
by voice vote.) 
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io LTEM PRESENT LAW HOUSE BILL SENATE AMENDMENT 
1 
G. ALLOWANCE OF REGULATED INVESTMENT Under present law, a regulated invest- No provision The amendment enables a 
: COMPANY STATUS 'TO CERTAIN ment company (commonly called a business development 
SMALL BUSINESS DEVELOPMENT “mutual fund" or “money market fund") company electing the 
COMPANIES is treated, in essence, as a conduit alternative form of regu- 
: for tax purposes. This treatment lation under the Small 
| is achieved by allowing a regulated Business Incentive Act 
investment company a deduction for of 19980 to qualify as a 
i dividends paid to its shareholders. regulated investment 
| To qualify as a regulated invest- company if the company 
! ment company under the Code, a could qualify for reygis= 
' company that is an investment com- tration under the 
i pany under the Investment Company Investment Company Act 
: Act of 1940 must be registered of 1940. ‘Thus, only 
: under that Act with the Securities companies which have at 
! and Exchange Commission (Code sec. ; least 100 stockholders or 
! 851(a)). which satisfy the public 
offering requirement can 
\ Under the Small Business Incentive qualify as regulated 
i Act of 1980 (P.L. 96-477), certain investment companies. 
{ investment companies providing The amendment applies 
: capital and management assistance with respect to taxable 
! to small businesses (called years ending after the 
"business development companies") date of enactment. 
may elect an alternative form of (Floor amendment by 
: regulation in lieu of registra- Senator Chafee, adopted 
: tion under the Investment Company by voice vote.) 


' Act. A business development 

! company which elects this alternative 
form of regulation is precluded from 
qualifying as a regulated investment 
company under the Code, because the 
company did not register with the 
SEC under the Investment Company Act. 
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I. . LIABILIVY OF EMPLOYERS 
WITHDRAWING FROM MULTI- 
_ EMPLOYER PENSION PLANS 


-l7- 


PRESENT LAW HOUSE DILL 


Under the Multiemployer Pension Plan No provision. 


Amendments Act of 1980 (MPPAA), an 
employer who withdraws from a multi- 
employer pension plan generally is 
liable for a portion of the plan's 
unfunded obligations determined at 
the time of the withdrawal. Although 
the provisions of MPPAA generally 
became effective on September 26, 1980, 
the date of enactment, the withdrawal 
liability provisions were generally 
made effective retroactively to with- 
drawals which occurred on or after 
April 29, 1980. 


Once liability is established, pay- 
ments must be made pursuant to a 
schedule established by the plan and 
must begin no later than 60 days 
after the date of demand. 


SENATE AMENDMENT 


No payment with respect to 
a withdrawal liability is 
required before December 31, 
1983, (1) by an employer 
who on July 30, 1980, 
announced its intent 
to cease operations 
as of August 8, 1980, 
(2) began the winding 
down of business, by. 
August 8, 1980, and 
(3) completely 
terminated business 
by August 31, 1980. 


The amendment is effective 
on the date of enactment. 


(Floor amendment by Senator 
Danforth, adopted by voice 
vote.) 
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K. CRUISE SHIP CON- 
VENTION DEDUCTIONS 


-19- 
PRESENT LAW 


The Internal Revenue Code disallows 
any otherwise proper business ex- 
pense deduction for attending a 
convention or similar meeting held 
on a cruise ship. 


NOUSE BILL 


No provision. However, on 
December 16, the House 
passed II.R. 3191, as 
amended, which would allow 
deductions for conventions 
and similar meetings held 
on U.S. flag cruise ships, 
but only if (1) the cruise 
ship calls on ports only 


' in the North Arerican area 


(the United States, the U.S. 
possessions, the Trust Terr- 
itory of the Pacific, 

Canada and Mexico), and (2) 
the taxpayer meets certain 
detailed substantiation 
requirements. The bill 
would apply to cruises be- 
ginning after December 31, 
1982, 


SENATE AMENDMENT 


The amendment would allow 
deductions for conventions 
and similar meetings held 
on U.S. flag cruise ships, 
but only if (1) the cruise 
ship calls on ports only 
in the United States and 
U.S. possessions and (2) 
the taxpayer meets certain 
‘detailed substantiation 
requirements. The deduc- 
tion for cruise ship con- 
ventions is limited to 
$2,000 for any one taxpayer 
in any one year ($1,000 
‘in the case of a married 
individual filing 
separately). The provis- 
ion would apply to taxable 
years beginning after 
December 31, 1982. 


(Floor amendment by Senator 
Matsunaga, adopted by 
voice vote.) 
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TAX-EXEMPT DIVIDENDS OF 
REGULATED INVESTMENT 

COMPANIES 


-21- 
PRESENT LAW 


The ax Reform Act of 1976 amended the 
rules applicable to the taxation of 
regulated investment companies (commonly 
referred to as “mutual funds" or RICs) 
and their shareholders to allow the pass 
through or conduit treatment of certain 
tax-exempt interest. Under those rules, 
if more than 50 percent of the assets of 
the regulated investment company are 
assets described in section 103(a) (1), 
then the portion of the dividends paid 
to its shareholders which are paid from 
interest which is exempt from tax under 
section 103(a) (1) is treated in the 
hands of the shareholder as income which 
is exempt from tax under section 

103(a) (1). ss 


here are several provisions of law 
(other than section 103(a)(1)) which 
provide that interest on certain obliga- 
tions is exempt from tax. Obligations 
described in those provisions may not 
qualify under section 103(a) (1) and, 
consequently, may not qualify for 
conduit treatment applicable to obli- 
gations described in section 103(a) (1). 


HOUSE BILL 


No provision 


SENATE AMENDMENT 


The Senate provision broadens 
the types of obligations de- 
scribed in section 103(a) (1) 
to include obligations which 
are exempt from tax under 
other provisions of law (as 
of the date of enactment) 
and, consequently, makes 
these types of obligations 
eligible for conduit treat- 
ment for RIC purposes. In 
addition, the provision makes 
the Internal Revenue Code 

the exclusive place which may 
grant exemption From tax 

on interest. 


(Floor amendment by Senator 
Heinz, adopted by voice 
vote.) 
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ITEM 


0. Expenditures to Remove Architectural 
and Transportation Barriers to the 
Handicapped and Elderly 


S24 
PRESENT LAW HOUSE BILL 
A taxpayer may deduct ina No provision 


taxable year the expenses in- 
curred in removing a qualified 
architectural and transporta- 
tion barrier to the handicapped 
and elderly. These deductions 
otherwise would be charged to 
the taxpayer's capital account. 


A qualified deduction is an ex- 
penditure to make any facility 
or public transportation vehicle 
more accessible to, and usable 
by, handicapped and elderly indi- 
viduals. To take a qualified 
deduction, the taxpayer must 
establish that the barrier removal 
meets standards set by the Secre- 
tary and the Architectural and 
Transportation Barriers Compliance 
Board as_ prescribed in regulations. 


A handicapped individual means an 
individual who has a mental or 
physical disability (including 
blindness or deafness) which 
(1) constitutes a functional limi- 
tation to employment or (2) sub- 
stantially limits one or more major 
life activities of the indivicual. 


The deduction may not exceed $25,000 
for any taxable year. 


The provision expires after 
December 31, 1982. 


SENATE AMENDMENT 


The expiration date is 
extended for one year 
through December 31, 


1983 
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Q,Normalization Method for 
Public Utility Property 


=25— 


PRESENT LAW 


generally requires that tax bene- 
fits attributable to the invest- 
ment tax credit, accelerated 
depreciation and accelerated cost 
recovery be taken into account 
for ratemaking purposes over the 
service life of the asset that 
generates the tax benefits, 


HOUSE BILL 


‘Under present law, normalization 


No provision under H.R. 6211. 
However, H.R, 1524 as passed by 
the House contains the following 
provisions: 1) wore specific 
normalization rules, and 

2) special transition rules to 
preclude the loss of eligibility 
for these investment incentives 
with respect to rate orders 
entered into prior to March 13, . 
1980 affecting three California 
utilities (Pacific Telephone and 
Telegraph Company, General ‘Tele- 
phone Company of California, and 
Southern California Gas .Company) . 


Revenue Effect 

Reduces budget receipts by 
approximately $117 million for 
fiscal year 1983 and by $2,083 
million for fiscal years after 
1987. 


SENATE AMENDMENT 


Eee 


the Senate amendment generally 
follows the provisions in 
WLR. 1524 but modifies the 
special transition rules in 
the following manner: 1) tax 
benefits are recaptured (over 
a 2-year period) to the ex- 
tent flowed through too 
rapidly to consumers, 2) 

the relief is contingent upon 
closing agreements with the 
IRS, and 3) no interest is 
payable on refunds. 


Revenue Effect 

Increases budget receipts by 
$147 million each year 

for fiscal years 1983 and 
1984, and decreases budget 
receipts by $2,083 million 
for fiscal years after 1907. 
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ITEM 


UNEMPLOYMENT COMPENSATION 


Provide additional 
weeks of supplemental 
unemployment benefits 


=2)= 


PRESENT LAW 


HOUSE BILL 


SENATE AMENDMENT 


nn cn ne ne en nd 


Public Law 97-248 established 
a temporary program of Federal 
Supplemental Compensation ex- 
piring March 31, 1983. 
program is funded from general 
revenues and provides addition- 


al weeks of unemployment 


benefits to people who have 
used up their eligibility for 
regular State benefits (and 


for extended benefits in 
those 14 States where ex- 


tended benefits are paid). 
The number of weeks payable 


is: 


10 weeks in States where 


the extended benefit 
program was in effect 
at any time since 
June 1, 1982; 

weeks in other States 
if those States have 
an insured unemploy- 
ment rate of 3.5% or 
higher; 

weeks in all other 
States. 


This 


No provision 


The Senate amendment modifies the nunber 
of weeks payable under the Federal Supple- 
mental Compensation program as follows: 


16 weeks are payable in States with an 
insured unemployment rate of 6% or 
more; ss 

14 weeks are payable in States with 
less than 6% insured unemployment if 
the State was eligible for extended 
benefits at any time between June 1, 
1982 and enactment; 

12 weeks are payable in States where 
the insured unemployment rate is 
below 6% but at least 4.5% or if the 
State becomes eligible for extended 
benefits after enactment; 

10 weeks are payable in States where the 
insured unemployment rate is below 
4.5% but not below 3.5%; 

68 weeks are payable in all other States. 
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Tax 


Gasoline 
Diesel 
Trucks and trailers 
Truck parts 
Tires 
‘Tubes 
Tread rubber 
Lubricating oil 
Use tax 
Total Tax Revenues 
Net revenue effect on budget 


receipts after income offsets 


4Negligible 


Table 2 (Revised) 
Estimated Changes in Highway Trust Fund Revenues Under H.R. 6211 
As Passed by the Senate Compared to Receipts at Current Tax Rates 
Extended Through 1989 


(Fiscal Years, 1983-1989) 


1983 1984 1985 1986 1987 
2,211 4,442 4,292 4,151 4,100 
341 803 861 919 984 
-160 -3 32 58 71 
46 71 77 84 91 

1 -l -1 -1 -- 

2 4 4 4 4 

* 1 1 1 1 
~67 54 159260 297 
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Note: Revenues are net of refunds and transfers. 


in JCX-56-82 


1988 


4,132 


1,057 


4,288 


4,390 
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Table 3. Continued (Revised) 


Tubes 
House bill _ -17 
Senate amendment eas =_ 
Difference = -I7 
Tread cubber 
House bill -- 22 
Senate amendment 9 4 
Difference -2 18 
Lubricating oil 
House bill -68 -86 
Senate amendment -- 1 
Difference -68 -87 
Use tax on heavy vehicles 
House bill -67 616 
Senate amendment -67 54 
Difference -— 562 
Total tax cevenues 
House bill 2,150 5,418 
Senate amendment 2,374 5,371 
Difference -224 +47 


; 1 phe changes are compared to receipts under current 
tax rates extended. 
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